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RURAL  CREDITS  IN  IRELAND. 


By  Wesley  Frost,  United  States  Consul  at  Cork  (Queenstown),  Ireland. 

{Forwarded  by  the  Department  of  State  to  Hon.  Duncan  U.  Fletcher,  chairman  of  the  United  States 

Commission  on  Rural  Credits,  July  15,  1914.] 


A  highly  notable  report  on  agricultural  credit  has  been  published 
in  L eland  under  date  of  Mury  20,  1914.  The  select  committee  of  the 
department  of  agriculture  and  technical  instruction  for  Ii  eland, 
after  two  and  one-half  years’  labor,  now  presents  to  the  lord  lieu¬ 
tenant  general  a  document  comprising  407  quarto  pages,  piepa  ed 
tin  oughout  with  the  utmost  ca  e  and  intelligence.1  As  this  leport 
will  constitute  a  landmark  among  recent  contributions  on  the  subject, 
its  findings  merit  synopsis.  The  character  of  the  people  of  rural 
Ireland  is  more  similar  to  that  of  American  farmers  than  is  the  case 
in  continental  Europe.  On  the  other  hand,  the  Irish  problem  is  in 
many  ways  diffe  ent  from  that  in  America;  the  long-term  or  land- 
mo-  tgage  credits  so  prominently  urged  by  the  present  United  States 
commission  a  e  by  the  Irish  committee  dismissed  as  not  requisite 
in  view  of  existing  facilities. 

GENERAL  CONCLUSIONS — ARRANGEMENT  OF  MATTER. 

The  net  active  recommendations  of  the  committee’s  majority  are 
(1)  for  the  consolidation  under  a  new  branch  of  the  department  of 
agriculture  of  all  present  governmental  agencies  for  the  financial 
encouragement  of  farmers  in  Ireland,  and  (2)  for  the  systematic  pro¬ 
mo  tic  n  by  this  branch  of  cooperative  credit  unions  in  rural  com¬ 
munities.  Subsidiary  recommendations  emphasize  the  importance 
of  character  and  ability  in  the  management  of  loan  societies,  the 
need  for  secrecy  and  business  methods  in  the  conduct  of  societies, 
the  undesirability  of  renewals  of  loans  or  of  excessive  loans,  and  the 
maladaptation  of  the  principle  of  unlimited  liability  to  British  socie¬ 
ties.  From  the  main  recommendatic  n  for  the  consolidation  and 
expansion  of  all  rural  credit  facilities  under  the  department  of  agri¬ 
culture  four  members  of  the  committee  express  strong  dissent,  out 
of  a  total  of  eight,  but  have  nevertheless  signed  the  report.  Three 
of  the  dissentient  opinions  are  based  on  the  belief  that  cooperative 
loan  associations  must  take  their  origin  in  a  quasi  evangelistic  zeal 
and  altruism  which  Government  employees  are  not  apt  to  generate 
or  even  successfully  simulate.  These  views  assume  that  the  present 
promotion  and  supervision  of  credit  societies  by  the  Irish  Agricultural 
Organization  Society  is  adequate  and  satisfactory. 

The  fourth  member  who  did  not  concur  in  the  majority  findings 
felt  that  the  extensive  existing  facilities  for  credit  aid  to  farmers, 
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through  ordinary  commercial  means,  need  not  be  supplemented. 
He  states: 

From  the  evidence  that  has  been  given  before  us,  I  have  come  to  the  conclusion 
that  the  joint-stock  banks  meet  the  requirements  of  those  farmers  who  have  need  to 
borrow,  and  who  are  in  a  financial  position  to  do  so;  and  I  have  great  doubts  whether 
increased  facilities,  or,  in  other  words,  ‘ ‘making  borrowing  easier,”  would  be  a  wise 
or  prudent  innovation.  Also  I  can  not  accept  the  principle  that  increased  borrowing 
facilities  are  an  incentive  to  thrift. 

This  member,  Mr.  Walter  Kavanagh,  D.  L.,  thought  that  the  wit¬ 
nesses  appearing  before  the  committee  in  the  country  districts  were 
hesitant  and  uncertain  as  to  the  need  or  usefulness  of  further  credit 
societies. 

Both  principal  and  minor  recommendations  contained  in  the 
report — the  latter  being  too  numerous  for  any  summary — are  the 
precipitates  from  copious  and  skillfully  collated  evidence  regarding 
every  phase  of  present  and  past  rural  loan  conditions  in  Ireland, 
studied  in  the  light  of  other  foreign  experience;  so  that  the  report 
furnishes  a  comprehensive  and  convenient  fund  of  reference  informa¬ 
tion  for  legislators  and  economists.  Only  about  one-third  of  the 
data  relate  to  the  actual  operation  and  results  of  cooperative  credit 
among  Irish  farmers.  The  remainder  deal  principally  with  ordinary 
nonbenevolent  loan  sources  and  with  advances  and  grants  by 
governmental  or  allied  organizations. 

COMMERCIAL  OR  N  ON  CHARITABLE  MONEY  LENDING. 

The  original  condition  of  the  Irish  peasantry  as  to  loans  was  far 
from  favorable.  Owing  to  ignorance,  lack  of  communication,  and 
errors  in  judgment  the  really  rural  neighborhoods  were  frequently 
at  the  mercy  of  so  called  “ gombeen  men,”  persons  of  larger  educa¬ 
tion  and  capital,  who  settled  into  a  community  and  by  money  lending 
and  legal  devices  reduced  the  farmers  to  a  state  of  wretched  depend¬ 
ency  and  penury.  Often  the  gombeen  was  a  country  shopkeeper, 
and  when  the  spread  of  intelligence  began  to  hamper  his  usurious 
practices  was  able  to  cloak  and  continue  his  exploitation  of  his 
neighbors’  necessities  by  means  of  store  credits,  sale  of  inferior  goods 
at  regular  prices,  etc.  The  committee  is  now  able  to  report  that 
gombeenism  is  virtually  a  thing  of  the  past  and  that  abuses  by  store¬ 
keepers  have  been  much  diminished  much  by  competition  and  other 
forces. 

To  a  deplorable  extent,  however,  the  gombeen  man  has  been 
superseded  by  the  registered  town  money  lender,  and  the  committee 
treats  of  the  strikingly  large  quantity  of  loan-office  advertisements 
which  are  carried  by  the  average  Irish  newspaper.  At  present  241 
lenders  are  registered  as  in  active  business,  while  400  additional 
registrations  which  have  lapsed  during  the  period  since  1900  indicate 
the  number  of  transient  competitors  in  this  evidently  lucrative  field 
The  privacy  and  accessibility  of  this  source  of  money  lender  it  pecul¬ 
iarly  insidious.  Both  parties  to  the  transactions  are  so  anxious  tc 
avoid  the  publicity  of  the  courts  that  legislative  attempts  to  regulate 
rates  of  interest  or  otherwise  curb  the  evil  have  been  foregone  as 
inexpedient.  The  remedy,  it  is  thought,  will  be  found  in  providing 
equally  ready  and  quiet  sources  in  cooperative  or  other  organizations 
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A  further  expedient  which  may  be  noted  as  exemplifying  Irish 
ingenuity  is  the  credit  auction  system.  In  order  to  secure  ready 
imonev  a  farmer  takes  a  horse  or  cow  to  an  auctioneer  and  then  pro¬ 
cures  some  friend  or  relative  to  bid  in  the  animal  when  it  is  put  up 
ifor  sale.  The  buyer  gives  his  note  to  the  auctioneer,  payable  in  60 
or  90  days  and  secured  by  the  animal.  The  auctioneer  indorses  the 
note  and  discounts  it  at  a  bank,  giving  the  proceeds,  less  a  commis¬ 
sion,  to  the  pseudovendor.  Thus  the  farmer  gets  his  animal  back 
with  an  advance  of  cash,  although  on  the  latter  he  pays  not  only  dis¬ 
count  interest  but  sales  commission.  In  some  cases  the  same  animal 
is  thus  put  up  several  times  within  a  few  days  and  the  ill-advised 
farmer  obtains  relatively  heavy  loans,  which  are  for  too  short  a 
period  to  permit  him  to  harvest  crops  or  otherwise  mature  resources 
for  repayment.  “The  cause  of  many  an  emigration  from  Ireland  of 
a  once  prosperous  family,  leaving  behind  a  derelict  farm,  may  be 
traced  back  to  the  financial  difficulties  brought  on  by  frequent 
‘raising  the  wind’  at  trust  auctions.”  While  it  is  not  easy  for  auc¬ 
tioneers  always  to  detect  such  bogus  sales,  some  auctioneers  connive 
at  the  practice  and  become  virtually  money  lenders. 

The  most  rational  recourse  of  the  Irish  farmer  has  been  to  the 
branches  of  ordinary  joint-stock  banks,  and  the  recent  multiplication 
of  these  branches,  which  now  number  872,  has  enabled  them  to  better 
serve  the  needs  of  semirural  agriculturists.  Bank  branches  are  now 
sufficiently  near  to  the  residences  of  applicants  so  that  the  latters' 
financial  standing  and  needs  can  be  readily  adjudged.  One  member 
of  the  committee,  as  stated  previously,  has  concluded  that  these 
institutions  now  fully  cope  with  the  legitimate  needs  of  rural  Ireland; 
and  the  majority  recognizes  that  the  expansion  of  the  banking  system 
has  gone  far  toward  driving  out  the  gombeen  and  store  credit  systems 
and  has  reduced  the  pernicious  ubiquity  of  private  money  lenders. 

GOVERNMENTAL  AND  ALLIED  LOAN  FACILITIES. 

The  first  attempt  to  better  the  loan  situation  in  Ireland  was 
made  by  the  loan  fund  societies  which  sprang  up  in  the  early  decades 
of  the  nineteenth  century  and  were  consolidated  under  the  loan 
fund  board  by  the  acts  of  1836  and  1843.  While  designed  originally 
to  meet  the  wants  of  indigent  mechanics  and  mill  operatives,  the 
loans  by  these  societies  are  now  mainly  devoted  to  farmers.  Owing 
to  a  general  misinterpretation  of  the  enabling  statutes  under  which 
these  associations  were  organized,  and  to  the  interest  displayed 
in  them  by  influential  persons,  they  were  for  years  supposed  by 
depositors  to  be  backed  by  a  Government  guaranty;  and  when 
mismanagement  rasulted  in  many  bankruptcies  the  surprise  and 
dismay  of  depositors  made  a  deep  impression  on  the  popular  mind. 
In  later  years  the  eagerness  of  officers  to  reap  undue  salaries  has 
raised  the  interest  even  on  capital  furnished  gratuitously  by  benev¬ 
olent  donors,  and  the  size  limit  of  $48.67  has  curtailed  applications. 
The  amount  circulated  in  loans  has  fallen  from  $4,466,167  in  1860 
to  $928,752  in  1912,  while  the  number  of  societies  (51)  is  less  than 
one-half  as  large  as  in  1860.  The  central  board  is  in  a  moribund 
state  for  failure  of  revenue;  and  it  is  deemed  advisable  by  the  com¬ 
mittee  that  the  entire  system  be  brought  under  the  new  branch  of 
the  department  of  agriculture. 
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The  actual  governmental  aids  by  loans  or  grants  to  farmers  are, 
from  any  viewpoint,  already  pronouncedly  extensive.  Four  different 
official  boards  or  departments  carry  on  systematic  loan  or  non¬ 
repayable  grant  schemes  among  the  Irish  agriculturists,  namely,  the 
board  of  works,  the  congested  districts  board,  the  department  of 
agriculture  and  technical  instruction,  and  the  estates  commissioners. 
The  aggregate  expenditure  by  these  bodies  during  the  fiscal  year 
ended  March  31,  1913,  was  $1,034,759,  of  which  $622,888  was  in 
loans,  $207,366  in  advances  repayable  with  annuity,  and  $204,505 
in  free  grants. 

The  largest  single  lender  has  been  the  board  of  works,  whose  land 
loan  schemes  in  fiscal  year  1913  totaled  $530,449,  of  which  97  per  cent 
was  for  farm  buildings,  mainly  hay  barns.  Efforts  have  been  active  to 
induce  greater  utilization  of  the  hoard’s  loan  facilities  for  drainage 
and  tree  planting,  but  with  slight  success.  Loans  for  minor  improve¬ 
ments  have  been  restricted  by  the  prescribed  minimum  of  $243  under 
the  land  improvements  acts,  and  of  $170  under  the  land  law  act, 
these  minima  being  as  greatly  excessive  as  the  loan  fund  maximum 
of  $48.67  is  deficient.  Moreover,  the  schemes  are  planned  only  for 
tenants  whose  leaseholds  are  above  $58  per  annum  poor-law  valua¬ 
tion,  and  for  purchaser  tenants  with  holdings  of  over  $34  annual 
value;  so  that  the  really  necessitous  peasants  can  not  be  aided.  The 
fact  that  the  loans  must  be  publicly  advertised  is  also  a  drawback. 
In  taking  over  certain  portions  of  the  board’s  functions,  the  projected 
branch  of  the  department  of  agriculture  would  reduce  the  lower  limit 
for  loans  to  $50  or  $75,  and  would  permit  the  occupants  of  small 
holdings  to  avail  of  them. 

The  so  called  congested  districts  board  deals  with  rural  districts 
where  there  is  a  “scarcity  of  any  but  the  poorest  land.”  The  term 
“congested”  dates  from  the  time  when  it  was  actually  synonymous 
with  the  term  “impoverished,”  and  though  the  congestion  has  long 
since  been  relieved  the  condition ✓  of  poverty  anywhere  existing  in 
rural  Ireland  is  spoken  of  still  in  the  old  phrase.  This  board  has 
powers  almost  indefinitely  wide  to  aid  distressed  regions  in  any  man¬ 
ner,  and  the  funds  annually  at  its  disposal  are  $1,124,162.  It  sets 
apart  each  year  nearly  $100,000  for  free  nonrepayable  grants  for  the 
erection  of  farm  buildings ;  and  the  rise  of  these  grants  is  deprecated  by 
the  committee’s  report.  The  activities  of  the  board  as  to  credit  are 
wholly  subsidiary,  the  total  loans  in  fiscal  year  1912  being  but  $29,866. 
Although  in  that  year  there  were  received  625  applications  for  dwell¬ 
ing  house  erection  loans  the  confusion  as  to  titles  to  land  were  so 
great  that  but  66  could  be  acceded  to.  The  live  stock  loan  scheme 
resulted  in  but  175  loans.  For  small  loans  in  general  the  board  itself 
believes  that  cooperative  credit  societies  can  best  minister  to,  the 
needs  of  country  neighborhoods;  and  the  committee  concurs  in  this 
view  as  being  an  indorsement  of  their  own  attitude. 

The  department  of  agriculture  and  technical  instruction  for  Ireland 
has  made  considerable  loans  to  rural  borrowers  in  connection  with 
a  diversity  of  projects.  In  fiscal  1913  these  totaled  $58,705. 
Nearly  one-half  of  this  was  for  the  purchase  of  bulls — Ireland’s  great 
agricultural  industries  being  based  upon  cattle  raising — while  the 
remainder  was  principally  divided  among  plans  for  fencing,  imple¬ 
ment  purchase,  and  stallion  purchase.  The  loans  for  the  purchase 
of  implements  have  since  been  much  expanded.  Loans  for  the 
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equipment  and  repair  of  meal  mills,  scutch  mills,  etc.,  have  not  at¬ 
tained  the  importance  anticipated,  owing  to  security  difficulties. 
Loans  to  cooperative  credit  societies  were  more  common  a  decade 
ago  than  at  present,  and  the  total  for  the  12  years  since  the  depart¬ 
ment  was  founded  was,  in  1912,  only  $89,018.  These  various  inci¬ 
dental  loan  arrangements  of  the  department,  now  administered  by 
various  bureaus,  would,  under  the  projected  rural  credits  branch,  be 
harmonized  and  coordinated. 

LAND  CREDITS,  PURCHASE,  AND  MORTGAGE. 

Probably  the  most  salient  feature  of  the  rural  credit  situation  in 
Ireland  is  the  extent  to  which  the  problem  of  financing  farmers  in  the 
acquirement  of  freehold  lands  has  been  successfully  solved  by  the 
estates  commissioners.  The  committee  states: 

The  important  branch  of  rural  credit  which  concerns  itself  with  advances  to  agri¬ 
culturists  for  the  purchase  of  land  could  be  almost  entirely  eliminated  from  our  con¬ 
sideration,  thus  strikingly  differentiating  this  country  from  others  where  this  difficult 
and  fundamental  question  necessarily  occupies  a  prominent  place. 

This  applies  directly  to  the  United  States;  and  it  may  be  said  that 
the  farm-loan  problem  most  acutely  pressing  in  our  own  country  at 
the  present  time  has  been  solved  in  Ireland  as  an  incident  of  the 
important  political  and  economic  alterations  which  constitute  the 
island’s  recent  history.  In  fiscal  1913  the  expenditures  for  the 
improvement  of  estates  and  land  of  reinstated  tenants  amounted  to 
$122,874  in  free  grants  and  $185,282  in  advances  repayable  with 
annuity,  and  nearly  one-half  of  this  was  for  drainage,  fencing,  seed, 
and  implement  purchase,  etc.  It  should  be  said,  too,  that  the 
fidelity  and  punctuality  with  which  repayments  have  been  made  by 
tenant  purchasers  on  loans  granted  to  them  by  the  estates  commis¬ 
sioners  are  held  to  be  evidence  of  a  trustworthiness  which  may  be 
taken  into  account  in  the  building  up  of  cooperative  credit  societies. 

A  less  favorable  situation  exists  as  to  the  frequency  and  increase 
of  long-term  land-mortgage  loans  in  Ireland,  which  are  remarked  by 
the  committee  with  apprehension.  The  annual  increase  alone  of 
mortgage  indebtedness  on  Irish  farm  lands  is  estimated  at  approxi¬ 
mately  $5,000,000.  There  also  prevails  the  so-called  judgment 
mortgage,  under  which  a  lender  extends  credit  to  a  farmer  and  later 
obtains  judgment  against  his  land,  the  whole  proceeding  being  in 
collusion  with  the  borrower.  This  is  resorted  to  in  cases  where  the 
farmer  has  already  reached  the  statutory  limit  in  mortgaging  his 
land.  Since  a  good  proportion  of  Irish  farmers  are  now  for  the  first 
time  holding  their  own  lands,  or  in  a  fair  way  to  hold  them,  there  is 
grave  need  for  guarding  them  against  undue  addiction  to  the  prac¬ 
tice  of  mortgaging.  While  the  committee  recognizes  the  benefits 
which  the  Landschaften  type  of  banks  have  worked  on  the  Conti¬ 
nent  of  Europe,  it  believes  that  without  elaborate  reform  in  the 
direction  of  compulsory  land-title  registration  such  banks  could  not 
be  successful  in  Ireland 

COOPERATIVE  BANKS  HURT  BY  UNLIMITED  LIABILITY. 

In  taking  up  the  history  of  the  cooperative  credit-society  move¬ 
ment  in  Ireland  the  committee  are  able  to  report  only  a  qualified 
success.  The  first  rural  cooperative  bank  in  Ireland  was  founded  at 
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Doneraile,  county  Cork,  in  this  consular  district,  in  February,  1895, 
under  the  auspices  of  the  Irish  Agricultural  Organization  Society. 
By  1899  there  had  been  organized  no  less  than  61  rural  banking 
societies,  with  a  capital  of  $25,000,  of  which  one- third  had  been 
advanced  by  the  congested  districts  board.  In  1905  the  number 
was  232,  with  a  membership  of  13,035  and  capital  of  $187,010,  of 
which  well  over  one-third  was  from  governmental  sources.  The 
nominal  number  has  since  increased  to  236,  with  a  membership  of 
19,505  and  a  capital  of  $275,220,  of  which  less  than  one-fourth  was 
from  governmental  loans.  The  number  of  societies  on  the  books 
of  the  registrar  of  Friendly  Societies  has,  in  fact,  increased  to  308, 
but  the  committee  reports  that  the  number  of  active  unions  is  really 
but  176,  so  that  there  has  been  a  decided  decline  in  recent  years. 
Many  societies  have  virtually  gone  out  of  existence,  and  the  pres¬ 
ence  of  their  defunct  organizations  in  their  communities  is  a  daunt¬ 
ing  influence  against  further  spread  of  cooperative  credit.  Of  103 
societies  inspected  in  1910  by  the  department  of  agriculture  only  22 
were  returned  as  “good,”  while  36  were  “fair”  and  45  “unsatis¬ 
factory.”  The  total  loans  granted  by  cooperative  rural  unions  in 
Ireland  since  the  inception  of  the  movement  are  approximately 
$2,500,000,  and  the  recent  annual  average  $275,000.  “Contrasted, 
however,  with  the  credit  needs  of  the  large  body  of  small  farmers 
and  agricultural  laborers  throughout  the  country,  the  present  scope 
of  the  cooperative  credit  movement,  after  20  years  of  organization, 
is  extremely  limited.”  • 

These  credit  union  or  banking  societies  have  been  organized  under 
the  friendly  societies  act,  which,  it  may  be  said,  incidentally,  is 
thought  by  the  committee  to  require  radical  amendment  in  view  of 
the  fact  that  it  was  framed  long  before  cooperative  rural  banks  were 
introduced.  They  are  operated  on  the  regular  Raiffeisen  system, 
especially  as  relates  to  the  unlimited  liability  of  all  members.  As 
the  deposits  and  the  governmental  loans  have  not  together  sufficed 
for  capital  the  societies  have  established  an  arrangement  with  com¬ 
mercial  banks  under  which  the  latter  customarily  furnish  credit  in 
the  form  of  overdraft  at  a  static  rate  of  4  per  cent  independently  of 
money-market  fluctuations.  This  accommodation  is  in  reality  accorded 
upon  the  individual  security  of  a  few  of  the  substantial  members  of 
the  cooperative  society;  and  if  there  were  failures  these  members 
would  be  forced  to  make  good,  later  seeking  a  probably  impossible 
reimbursement  from  their  colleagues  under  the  unlimited  liability 
principle.  In  other  words,  unlimited  liability  is  said  in  practice 
to  mean  unlimited  liability  of  the  more  prosperous  members  of  the 
credit  union.  The  bank  facilities  are  not  induced  bv  the  -unlimited 

t/ 

liability  of  all  the  members  of  the  society  but  by  the  character  and 
status  of  the  few  members  who  negotiate  the  overdrafts;  and  an 
abandonment  of  such  liability  would  not  curtail  loans  from  com¬ 
mercial  banks.  The  unlimited  liability  requirement,  on  the  other 
hand,  has  deterred  many  capable  and  cautious  farmers  from  active 
participation  in  the  cooperative  credit  movement;  although  fre¬ 
quently  these  men  have  recognized  the  possibilities  of  the  societies 
for  good  by  loaning  deposits  to  them  or  by  guaranteeing  loans  to  a 
specified  limited  extent 

Differing  from  Raiffeisen,  the  committee  regards  the  nature  of 
members’  liability  as  a  matter  of  expediency  and  not  of  principle,. 
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and  for  the  reasons  above  indicated  recommends  the  promotion  of 
limited  liability  societies  somewhat  upon  the  order  of  the  Schultze- 
Delitzsch  banks.  While  resting  on  nonsordid  impulses  fully  as  much 
as  the  paternalistic  Raiffeisen  societies,  these  unions  would  be  more 
apt  to  evoke  the  participation  of  well-to-do  farmers.  In  order  to 
maintain  the  friendly  spirit  of  the  present  type  of  society,  these  new 
banks  would  encourage  members  to  take  out  share  capital,  and  thus 
incur  liability  so  far  as  possible  in  proportion  to  their  means.  By 
holding  10  shares  of  $5  each,  while  his  neighbor  holds  but  three  or 
four,  the  prosperous  farmer  would  shoulder  his  fair  share  of  the 
responsibility.  The  German  practice  of  enforcing  this  proportionate 
purchase  of  share  capital  is  felt  to  be  unsuited  to  the  Irish  tempera¬ 
ment,  a  conclusion  which  might  doubtless  apply  also  in  the  case  of 
the  American  temperament.  But  the  same  result  could  be  to  some 
extent  induced  by  providing  that  members  should  be  able  to  borrow 
only  to  the  extent  of  the  face  value  of  the  shares  held  by  them. 
This  would  give  the  larger  farmers  an  interest  in  holding  sufficient 
shares  so  as  to  enable  them  to  secure  large  loans.  The  democratic 
character  of  the  organization  would  be  protected  by  the  provision 
that,  irrespective  of  share  holdings,  each  member  should  have  but 
one  vote. 


DEPOSITS  SHOULD  BALANCE  LOANS. 

Special  attention  was  given  to  the  thrift  side  of  the  cooperative 
credit  movement,  and  in  this  respect  it  is  reported  that  the  Irish 
societies  have  not  been  highly  effective.  The  deposits  of  members 
have  risen  from  $61,853  in  1905  to  $148,273  in  1912;  but  this  latter 
figure  is  for  but  110  societies  out  of  308,  showing,  in  the  committee’s 
opinion,  that  many  societies  fail  wholly  in  attempts  to  attract 
deposits.  Of  the  total  deposits  in  1911  over  one  half  were  held  by 
but  14  societies.  The  secrecy  and  security  offered  by  postal  and 
other  savings  banks  have  deflected  deposits  from  local  publicly  man¬ 
aged  cooperative  societies;  and  the  ease  with  which  managements 
have  been  able  to  secure  funds  from  joint-stock  banks  by  overdraft, 
or  from  governmental  bodies,  has  relieved  them  from  urging  members 
to  make  deposits  and  from  developing  thrift.  It  is  believed  that  by 
bringing  the  societies  under  the  supervision  of  the  Department  of 
Agriculture  they  will  take  on  an  aspect  of  reliability  such  as  to  com¬ 
pete  with  the  postal  banks,  especially  as  they  will  pay  34  per  cent 
interest  instead  of  the  24  per  cent  offered  by  the  postal  banks.  The 
committee  deplores  the  injury  done  to  Ireland  by  the  transfer  of 
$75,000,000  of  the  savings  of  her  population  to  England  for  invest¬ 
ment  in  Government  securities  under  the  postal-bank  system,  and 
hopes  to  draw  back  some  of  this  capital  into  rural  cooperative  societies 
to  be  used  for  the  agricultural  development  of  Ireland.  With  regard 
to  overdraft  credit  as  freeing  the  societies  from  seeking  deposits,  it  is 
hoped,  that  the  rate  of  34  per  cent  paid  for  the  latter  as  contrasted 
with  4  per  cent  paid  for  the  former  will  encourage  managements  to 
obtain  as  much  capital  at  the  lower  cost  as  possible.  The  gradual 
withdrawal  of  all  governmental  advances  to  credit  societies,  which  is 
urged,  will  also  stimulate  efforts  to  secure  deposits  from  members. 

While  State  loans  have  been  repaid  in  all  but  three  cases  during 
the  past  13  years,  aggregating  but  $735,  legal  action  has  been  nec- 
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essary  in  the  case  of  29  societies  out  of  121,  while  pressure  has  been 
brought  to  bear  in  43  others.  The  according  of  State  loans  tends  to 
demoralize  societies  and  discourage  thrift,  as  these  loans  are  too 
often  regarded  in  the  light  of  permanent  grants.  In  future  it  is  sug¬ 
gested  that  they  be  confined  to  very  rare  instances  where  the  remote¬ 
ness  and  poverty  of  the  district  excuse  them. 

In  contrast  with  the  numerous  societies  which  have  few  deposits 
are  the  rare  wealthy  associations  which  enjoy  a  surplus  of  deposits, 
and  are  forced  to  loan  them  out  in  commerce  to  secure  returns;  and 
this  condition  likewise  is  not  approved.  It  is  concluded  that  the 
deposits  on  the  one  hand  and  the  loans  to  member  farmers  on  the 
other  should  approximately  balance;  with  recourse  at  odd  times  to 
joint-stock  banks  for  temporary  overdraft  when  deposits  fail  or  for 
the  safekeeping  of  funds  when  there  is  a  transitory  surplus  of  de¬ 
posits.  At  present  the  societies  are  not  permitted  to  bank  their 
funds  elsewhere  than  with  the  Bank  of  Ireland,  but  it  is  suggested 
that  they  be  by  legislation  authorized  to  utilize  any'  stable  and 
solvent  banking  institution.  When  each  society  takes  pains  to 
bring  about  a  normal  balancing  of  deposits  and  loans  there  should 
be  no  necessity  for  a  central  cooperative  bank;  and  therefore  the 
establishment  of  such  an  institution  is  neither  imminently  requisite 
nor  desirable. 


TRADING  POWERS — RENEWAL  OF  LOANS. 


The  permitting  of  credit  societies  to  assume  general  trading  powers 
is  also  discountenanced.  This  practice  has  been  advocated  on  the 
ground  of  swelling  profits,  so  that  secretaries  can  be  paid  more  gen¬ 
erously,  and  also  because  in  many  communities  it  is  impossible  to 
assemble  two  separate  sets  of  competent  officials,  so  that  in  the 
absence  of  a  union  of  powers  and  purposes  either  the  credit  society 
or  the  general  cooperative  society  can  not  be  founded.  It  is  found., 
however,  that  the  qualifications  for  a  successful  secretary  for  one 
society  would  often  be  widely  divergent  from  those  for  the  other,  so 
that  to  insist  upon  union  would  really  complicate  the  already  deli¬ 
cate  task  of  finding  proper  secretarial  timber.  The  profits  of  the 
society,  instead  of  rising,  might  frequently  be  diminished  or  extin¬ 
guished,  and  it  seems  probable  that  by  the  alterations  now  contem¬ 
plated  in  the  conducting  of  the  purely  credit  societies  the  latter  will 
have  sufficient  profits  to  pay  secretaries  as  heavily  as  is  advisable. 
Moreover,  depositors  would  be  prone  to  lend  less  reliance  to  organi¬ 
zations  which  mix  in  general  commerce. 

A  phase  of  rural  credits  not  falling  directly  within  the  scope  of  the 
cooperative  movement,  but  which  nevertheless  the  committee  be¬ 
lieves  worthy  of  sympathetic  attention,  is  the  financing  of  cottage 
industries,  small  rural  manufactures,  and  the  like.  Numerous  such 
industries  are  found  to  exist  in  Ireland,  which  might  well  be  expanded 
if  better  credit  were  available.  Woolens,  laces,  homespun,  and  sou¬ 
venirs  would  find  ready  sale  in  larger  quantities  than  at  present,  but 
for  various  reasons  the  banks  appear  unwilling  to  lend  money  upon 
the  security  of  machinery.  It  is  stated  that  many  woolen  mills  in 
the  south  of  Ireland  have  gone  out  of  existence  in  recent  years  be¬ 
cause  they  could  not  get  credit  to  buy  or  repair  equipment.  It  is 
recommended  that  the  Department  of  Agriculture  be  empowered  to 
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investigate  particular  industries  and  to  prepare' information  upon 
which  banks  might  be  induced  to  extend  greater  loan  accommoda¬ 
tion.  The  development  of  cottage  industries  in  Ireland  might  easily 
offer  a  market  for  American  machinery,  if  such  development  takes 
place. 

The  practice  of  renewing  loans,  so  that  borrowers  become  chronic 
debtors,  is  a  fault  of  many  credit-society  managers.  It  is  found 
hard  to  refuse  extensions  to  neighbors  of  the  committees  of  manage¬ 
ment,  and  the  inclusion  of  sufficient  territory  so  that  no  single  bor¬ 
rower  would  live  in  close  vicinity  to  a  majority  of  the  committee  may 
prove  the  only  remedy.  It  is  also  urged  that  managements  maintain 
greater  secrecy  and  keep  their  records  in  a  manner  more  calculated 
to  inspire  respect  upon  the  part  of  member  borrowers.  An  interval 
of  a  month  between  the  repayment  of  one  loan  and  the  issuance  of 
another  to  the  same  party  might  well  be  insisted  upon.  The  present 
term  limit  of  one  year  is  approved;  although  in  rare  cases  where 
installment  payment  is  provided  there  might  be  extension  to  a  maxi¬ 
mum  of  three  years.  Shortness  of  term  should  in  general  be  kept 
constantly  in  mind  as  a  desideratum  in  contrast  to  the  two,  three, 
and  even  five  year  loans  common  upon  the  Continent.  The  size  of 
loans  should  not  exceed  the  present  $250  limit,  the  average  interest 
rate  charged  to  borrowers  should  be  61  per  cent,  and  the  method  of 
extending  funds  should  be  by  the  society’s  check  upon  the  joint- 
stock  bank  where  it  has  its  current  account. 

TECHNIQUE  OF  AUDITING  AND  MANAGEMENT. 

The  system  of  annual  returns  to  the  registrar  of  Friendly  Societies 
has  been  very  laxly  carried  out.  New  forms  should  be  issued,  and 
defunct  societies  should  be  stricken  from  the  registrar’s  books  and  be 
officially  declared  nonexistent.  The  custody  and  care  of  the  records 
and  cash  of  each  society  should  be  better  managed,  and  as  little  cash 
as  possible  kept  on  hand.  The  secretaries  should  be  chosen  with  the 
utmost  care,  as  upon  their  character  and  abilities  largely  rests  the 
success  or  failure  of  the  societies.  If  a  man  well  qualified  can  not  be 
found  the  organization  should  not  be  attempted.  This  latter  counsel 
is  illustrative  of  the  awareness  manifested  throughout  the  report  that 
the  cooperative  credit  movement  is  not  a  mere  matter  of  proper  legal 
or  commercial  mechanism  but  is  a  social  or  humanitarian  effort. 
The  remuneration  of  the  secretary  should  not  be  wholly  nominal, 
but  neither  should  it  amount  to  a  salary;  $50  or  $60  per  annum  is 
suggested.  The  local  council  of  control,  which  in  Germany  keeps 
check  upon  the  conduct  of  the  societies’  affairs,  is  not  piacticable  in 
Ireland,  as  frequently  there  is  not  material  in  the  district  from  which 
to  form  a  council  that  could  maintain  itself  in  its  functions.  For 
general  advice  and  expert  aid  the  itinerant  instructors  of  the  depart¬ 
ment  of  agriculture  should  be  utilized,  as  they  at  present  are  in  Ger¬ 
many,  and  under  the  projected  new  regime  these  instructors  would 
also  be  expected  to  act  as  organizers  and  apostles  of  the  movement. 

The  auditing  of  the  accounts  of  the  societies  has  heretofore  been 
done  at  the  Dublin  offices  of  the  Irish  Agricultural  Organization 
Society;  and  while  it  has  been  as  efficient  as  is  possible  by  corre¬ 
spondence,  it  should  now  be  superseded  by  on-the-spot  auditing  by 
a  public  auditor.  A  more  trenchant  auditing  system  would  stir  the 
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societies  to  better  methods  and  would  thus  aid  their  prestige  and 
prosperity.  The  friendly  societies  act  permits  societies  to  elect  an 
auditing  by  two  outside  parties  chosen  by  the  management.  This 
permission  should  be  extinguished,  and  only  the  services  of  public 
auditors  be  allowed.  The  auditing  should  not  be  done  by  the  State 
directly,  but  the  Government  might  occasionally  defray  part  of  the 
expense  of  audit  for  poorer  societies,  thus  having  some  slight  super¬ 
vision  of  the  operations  of  these. 

In  conclusion  may  be  cited  the  committee’s  reiterated  pronounce¬ 
ment  that  there  exists  in  Ireland  an  ample  field  for  the  operations  not 
only  of  the  present  cooperative  credit  banks  in  rural  communities  but 
also  for  many  new  credit  unions  under  the  proposed  branch  of  the 
department  of  agriculture.  The  dissent  of  those  members  who  be¬ 
lieve  that  rural  borrowing  should  have  no  further  encouragement,  or 
who  feel  that  the  Government  ought  not  properly  to  undertake  an 
essentially  inspirational  service,  has  already  been  noted. 

Cork,  Ireland,  June  29,  191 4, 
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